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12 CFR Ch. VII (1–1–16 Edition) § 721.1 

721.6 May a credit union derive income from 
activities approved under this part? 

721.7 What are the potential conflicts of in-
terest for officials and employees when 
credit unions engage in activities ap-
proved under this part? 

AUTHORITY: 12 U.S.C. 1757(17), 1766 and 1789. 

SOURCE: 66 FR 40857, Aug. 6, 2001, unless 
otherwise noted. 

§ 721.1 What does this part cover? 
This part authorizes a federal credit 

union (you) to engage in activities in-
cidental to your business as set out in 
this part. This part also describes how 
interested parties may request a legal 
opinion on whether an activity is with-
in a federal credit union’s incidental 
powers or apply to add new activities 
or categories to the regulation. An ac-
tivity approved in a legal opinion to an 
interested party or as a result of an ap-
plication by an interested party to add 
new activities or categories is recog-
nized as an incidental powers activity 
for all federal credit unions. This part 
does not apply to the activities of cor-
porate credit unions. 

§ 721.2 What is an incidental powers 
activity? 

An incidental powers activity is one 
that is necessary or requisite to enable 
you to carry on effectively the business 
for which you are incorporated. An ac-
tivity meets the definition of an inci-
dental power activity if the activity: 

(a) Is convenient or useful in car-
rying out the mission or business of 
credit unions consistent with the Fed-
eral Credit Union Act; 

(b) Is the functional equivalent or 
logical outgrowth of activities that are 
part of the mission or business of cred-
it unions; and 

(c) Involves risks similar in nature to 
those already assumed as part of the 
business of credit unions. 

§ 721.3 What categories of activities 
are preapproved as incidental pow-
ers necessary or requisite to carry 
on a credit union’s business? 

The categories of activities in this 
section are preapproved as incidental 
to carrying on your business under 
§ 721.2. The examples of incidental pow-
ers activities within each category are 
provided in this section as illustrations 

of activities permissible under the par-
ticular category, not as an exclusive or 
exhaustive list. 

(a) Certification services. Certification 
services are services whereby you at-
test or authenticate a fact for your 
members’ use. Certification services 
may include such services as notary 
services, signature guarantees, certifi-
cation of electronic signatures, and 
share draft certifications. 

(b)(1) Charitable contributions and do-
nations. Charitable contributions and 
donations are gifts you provide to as-
sist others through contributions of 
staff, equipment, money, or other re-
sources. Examples of charitable con-
tributions include donations to com-
munity groups, nonprofit organiza-
tions, other credit unions or credit 
union affiliated causes, political dona-
tions, as well as donations to create 
charitable foundations. 

(2) Charitable donation accounts. A 
charitable donation account (CDA) is a 
hybrid charitable and investment vehi-
cle, satisfying the conditions in para-
graphs (b)(2)(i) through (vii) of this sec-
tion, that you may fund as a means to 
provide charitable contributions and 
donations to qualified charities. If you 
fund a CDA that satisfies all of the 
conditions in paragraphs (b)(2)(i) 
through (vii) of this section, then you 
may do so free from the investment 
limitations of the Federal Credit Union 
Act and part 703 of this chapter. 

(i) Maximum aggregate funding. The 
book value of your investments in all 
CDAs, in the aggregate, as carried on 
your statement of financial condition 
prepared in accordance with generally 
accepted accounting principles, must 
be limited to 5 percent of your net 
worth at all times for the duration of 
the accounts, as measured every quar-
terly Call Report cycle. This means 
that regardless of how many CDAs you 
invest in, the combined book value of 
all such investments must not exceed 5 
percent of your net worth. You must 
bring your aggregate accounts into 
compliance with the maximum aggre-
gate funding limit within 30 days of 
any breach of this limit. 
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